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16 Internal Revenue Sewice 

****** ******* ****** ********* 
*************** 

***** ************** *****  
*********** ******* ******* 

Department of the Treasury 
********

***** ***** ************ ***** *******  

Employer I d e n t i f i c a t i o n  Number: 
************** 
Person t o  Contact: 1 

*** ***********  \ 
Contact Telephone Number : 
****** *********** 

CERTIFIED MALL 

Dear Gentlemen: . 
We have 'considered your app l i ca t i on  for tax  exemption s ta tus  under sec t ion  
501(c) (4) o f  the  I n t e r n a l  Revenue Code. 

The evidence presented d isc loses t h a t  you were organized as a corporat ion 
under the prov is ions o f  General Laws, Chapter *** o f  **** ******************* * *  
***************** . 

The purposes f o r  which tine corporat ion i s  formed i s  as foll.ows: 

1. Hold education meetings open t o  members. 

2. Publ ish newsletter f o r  members. 

3. Estab l ish  and mainta in l i b r a r y  of software contr ibuted by mernbe~s 
o f  which copies are ava i lab le  t o  a l l  members. 

4. Organize in formal  subgroups of membership which share common 
i n t e r e s t  i n  order t o  f a c i l i t a t e  exchange of information. 

5. Organize reg iona l  subgroups f o r  purpose o f  exchange o f  
in fo rmat ion  on a reg iona l  basis. 

A r t i c l e  I1 o f  your Bylaws s ta tes  t h a t  the organizat ion has the fo l l ow ing  
purposes: 

Advance the e f f e c t i v e  u t i l i z a t i o n  o f  computers, con~puter per iphera l  
************ ***** ********** **************** and marketed by ************** 
****************** ***********  **************  by promoting the interchange o f  
in fo rmat ion  concerning t h e i r  uses. 

Advance the a r t  o f  conputat ion through mutual education and exchange 
o f  ideas and in format ion.  

Es tab l ish  standards and provide channels t o  f a c i l i t a t e  the exchange 
o f  computer programs among   ****** members. 



Provide feedback t o  t h e  computer i ndus t ry  on equipment, software and 
o the r  needs which may a r i s e .  

A r t i c l e  111 of your Bylaws o u t l i n e s  the fol lowing c l a s s e s  of membership of 
your o rgan i za t i on .  

Member : A company, o rgan iza t ion ,  i n s t i t u t i o n  o r  ind iv idua l  whict~ 
own, l e a s e s  o r  ha s  on firm o rde r ,  a computer manufactured by 
********** , may be admit ted as a Member. The d e f i n i t i o n  of "a 
com*** rN a s  used h e r e i n  w i l l  be determined, from time t o  t ime,  by 
t h e  **** Executive C o r n i t t e e  t o  r e f l e c t  changes i n  technology and 
* * * * *  C ~  ~ X O ~ U C ~ S .  

Associa te  Member: A person with a bona f i d e  i n t e r e s t  i n  t h e  
a c t i v i t i e s  of    ****** may be admitted a s  an Associate Member t o    **** . 

Delegate  Member: One person who is  a member and r ep re sen t s  one 
computer i n s t a l l a t i o n ,  t h u s  r ep r e sen t i ng  one vote .  Number of 
Celegate  Members per  company o r  i n s t i t u t i o n  i s  t o  be determined by 

.   **** execu t ive  committee. 

Article X of your Bylaws s t a t e s  i n  pa r t :  

****** S h a l l  ope ra t e  a s  a n o t  f o r  p r o f i t  organizat ion.  It s h a l l  be    
*** nced by g r an t s  from *************  and its s u b s i d i a r i e s ,  a s  well a s  
from income r e s u l t i n g  from membership dues and o the r  use r  group 
func t ions .  

1he Treasure r  s h a l l  pe rpare  an annnual budget and a support  
agreement r e f l e c t i n g  t h e  terms and condi t ions  of **********  f inancial .  
suppor t ,  and presen t  t h i s  budget and support  agreement f o r  approval 
t o  both t h e  Executive Committee and ********** Representat ive .  

Sec t ion  501 (c ) (4 )  of t h e  Code provides f o r  .,exer~iption from Federal  income 
tax  o f  c i v i c  l eagues  o r  o rgan i za t i ons  no t  organized f o r  p r o f i t  but operated 
exc lus ive ly  f o r  t h e  promotion of s o c i a l  welfare.  

Sec t ion  1.501(c) ( 4 ) - l ( a ) ( 2 ) ( i )  of t h e  Income Tax Regulations provides t h a t  
an o rgan iza t ion  is operated exc lus ive ly  f o r  t h e  promotion of s o c i a l  welfare 
if it is  p r imar i l y  engaged i n  promoting i n  some way t h e  common good and 
genera l  we l fa re  of t h e  people of  t h e  community. An organ iza t ion  embraced 
wi th in  t h i s  s e c t i o n  is one which i s  operated pr imari ly  f o r  t h e  purpose of 
b r ing ing  about c i v i c  bet terments  and s o c i a l  improvements. 



In  Commissioner v. Lake Fo re s t ,  Inc. 305 F. 2nd 814 (4th Cir. 1962) i t  was 
s t a t e d  t h a t  i n  order  f o r  an organizat ion t o  qua l i fy  f o r  t a x  exemption under 
501(c) (4) of t h e  code a s  a c i v i c  league o r  s o c i a l  welfare  organizat ion i t  
should o f f e r  a s e rv i ce  o r  program f o r  t h e  d i r e c t  betterment o r  improvement 
of t he  community a s  a whole and i ts  bene f i t s  should be municipal o r  publ ic  
i n  t h e i r  nature .  Inherent  i n  t he  concept of s o c i a l  welfare  is bene f i t t i ng  
t he  community a s  a whole r a t h e r  than bene f i t t i ng  a p r iva t e  group of 
ind iv idua ls .  

I n  Erie  Endowment v. United S t a t e s ,  316 F. 2d 151(1963) it f u r t h e r  s t a t e s  
t h a t  t h e  organizat ion must be a community movement designed t o  accomp1,ish 
community ends. 

In Revenue Ruling 54-394 1954-2 C.B. 131 a community t e l e v i s i o n  antenna . .  
organizat ion which operated t o  provide t e l e v i s i o n  reception, f o r  i ts  members :' 

was held not  t o  qua l i fy  f o r  exemption under sec t ion  501(c) (4) of the 
Code. It was s t a t e d  t h a t  such an organizat ion was operated f o r  t h e  
benef i t  of its members r a t h e r  than fo r  t h e  welfare of mankind. 

In  Revenue Ruling 73-349, 1973-2 C.B. 179 an organizat ion formed t o  
purchase g roce r i e s  f o r  i t s  membership a t  t h e  lowest poss ib le  pr ices  was 
held not exempt a s  a s o c i a l  welfare  organizat ion under s ec t i on  50 l ( c ) (4 )  .of 
t h e  Code. lihe r a t i o n a l e  was t h a t  t he  organizat ion was not  primarily 
engaged i n  promoting i n  sane way t h e  common good and general  welfare of the 

betterments and s o c i a l  improvements. 

exerr~ption under 501(c)(4)  of t h e  Code because i t  served the f inandia l  
i n t e r k s t s  of a business  corporation. In  t h i s  case  the business 
corporation provided a l l  t h e  suppl ies  and general management, c l e r c i a l  , and 
adminis t ra t ive  s e rv i ce s  requi red  by t h e  organization. The organizat ion 's  
cons t i t u t i on  gave t h e  bus iness  broad powers i n  t h e  operat ions of the  
organization. 

. ., . . - . , - . -.. . 



In s similar manner by advancing the effective util-ization of computers and 
related merchandise by a business corporation, ************ ******** 

the i r  uses .  you are  di rect ly-  serving the  comercia1 ends of a business 
manufacturer. 

The application and your Bylaws indicates that  your organization receives 
f inancial  support from ************ ******** *********   and i ts  
subsidiaries, Your Bylaws indicates t ha t  the annual budaet ~ r e ~ a r e d  bv 

******** *********   passes. .approval of the budget. Thus ***********  
******** *********   plays a major ro le  i n  the operations of your 

As your organization is  primarily engaged i n  ac t iv i t i es  for the benefit of 
a private group of individuals who use a specific commercial product and 
thereby also further the f inancial  i n t e r e s t s  of the manufacturer, instead 
of being primarily engaged i n  a c t i v i t i e s  for the di rect  betterment or 
improvement of the community as  a whole it i s  held that  you do not qualify 
for tax exempt s ta tus  under section 50l(c)(4) of the Code or any code 

You are  reauired t o  f i l e  a taxable return Form 1120 or 1041. w i t h  the 

the Internal Revenue Service, P. 0. Box 1680, General Post Office, Brooklyn, 
NY 11202. . ,  

I. 

" .. 
.Xf you do not agree with t h i s  determination, you may request a 

~onfererice with the  Regional Director of Appeals by protesting i n  
accordanck wi th  the enclosed instructions within 30 days. 

. . , . 

protests  submitted which do not contain a l l  the  doc~~mentation stated 
. ' ,  i n  the instructions will be returned for  completions. 

If we do not hear from you within tha t  the, t h i s  determination w i l l  
become f i na l  . 


